The considerable divergence in analyzing the relationship between business cycle volatility and economic growth calls for thorough empirical investigations, but according to the relationship between business cycle volatility and economic growth, foreign experience study did not get uniform results and the experience of the domestic research, less likely. This study attempts to make further test by constructing GARCH-M model with Chinese data from 1952 to 2012 and take the method of maximum likelihood to discuss the relationship between business cycle volatility and economic growth. The result, which is significant statistically, shows that business cycle volatility and economic growth in China is negatively correlated. Therefore, business cycle volatility will bring indirect welfare cost to the residents by decreasing economic growth rate. Stabilization policy will both suppress business cycle volatility and increase economic growth rate.
INTRODUCTION
The world financial crisis shows that under the condition of open economy and economic operation has significant uncertainty, risk transfer between national economy and the possibility of economic crisis continues to exist. The American economy emerged from recession after "911" terrorist attacks. It has negative economic growth characteristics of the typical economic cycle fluctuation appeared in the United States economy operation and a significant negative impact on world economic growth.
In the context of economic globalization, the national economic fluctuation and the national economic risk research again received wide attention. A lot of research started from the perspective of national measures of economic risks and analyze the relationship between the economic risk factors and effect and actively carry out the national economic risk early warning and risk management and the national economy, monitoring the country's economic risk and to prevent malignant uncertain, events has become the main target and contents of the national macroeconomic policy.
For a long time, economists tend to be independent to study the source of economic fluctuations and the determinants of economic growth; they usually think that the economic fluctuation and economic growth is a distinct phenomenon, so we need different analytical tools for research.
However, more and more theoretical and empirical literature began to challenge the mainstream view in recent years. They found that the isolated to research the traditional dichotomy of economic fluctuation and economic growth is problematic between economic fluctuation and economic growth may not be a separate, but interrelated. Endogenous growth theory argues that the improvement of productivity depends on the number of resources configuration to it, as long as the temporary shocks can change the number of resources configuration for productivity improvement activities, which is likely to be any lasting impact on economic growth, both for the actual impact and nominal impact, therefore, the traditional dichotomy is starting to get more and more challenges.
Connection between economic fluctuation and economic growth depends on the driving mechanism of this relationship Driving mechanism is mainly divided into two categories: the first kind of situation is that the relationship between economic fluctuation and economic growth is determined by the third (group) the endogenous variables, namely the relationship between them depends on investment, technological innovation and human capital Economic fluctuations affect investment, technological innovation and human capital, thus indirectly affects economic growth; The second scenario is that the correlation between the economic fluctuation and economic growth is determined by the structure relationship between the endogenous-the asymmetric effects of the economic cycle fluctuations.
LITERATURE REVIEW
Traditionally, business cycle and economic growth models are treated as different doctrines in the sense that short-run economic fluctuations and long-run economic growth are determined independently in different time horizons. However, since the influential work of Ramey and Ramey (1995) , finding that countries with higher volatility of growth have lower growth, considerable effort has been devoted to analyzing whether and how growth and volatility are linked.
The theoretical literature on the relationship between economic growth and growth volatility is far from being uncontroversial. The literature on irreversible investment and the option value of waiting predicts a negative relationship between growth uncertainty and average growth. An increase in uncertainty about future profits raises the value of waiting, thus delaying investment and lowering growth (Pindyck 1991; Ramey and Ramey, 1991) . In contrast, there is an argument attributable to Black (1987) that imply a positive relationship. In such a world, countries with high average growth would also have high variance. Another argument for a positive link concerns precautionary savings. Still, proponents of endogenous growth theory assert that the relationship between growth and volatility depends on whether productivityimproving activity and production are substitutes or complements (Aghion and Saint-Paul 1998; Martin and Rogers 2000) .
This conflict in theoretical predictions is reflected in the empirical literature. In cross-country investigations, Kormendi and Meguire (1985) and Grier and Tullock (1989) find that countries with a higher standard deviation of output growth also tend to experience higher mean growth rates. By contrast, Ramey and Ramey (1995) , Martin and Rogers (2000) , Fountas et al. (2002) and Rafferty (2005) find a negative relationship from different samples. Studies based on time series data mostly in an ARCH or GARCH framework also reach mixed conclusions.1 For example, using data on US, Grier and Perry (2000) and Grier et al. (2004) obtain evidence for positive effects of output volatility on growth, while Zarnowitz and Moore (1986) and Henry support the negative effect. Speight (1999) find no significant growth effect in the UK and Japan, respectively. Narayan et al. (2009) find that higher output volatility increases economic growth for China.
As pointed out by Bound et al. (1995) , weak instruments can lead to large inconsistency in parameter estimates. Note that in a time-series context, the simultaneity problem can also be tackled by employing an ARCH-or GARCH-in-mean modeling strategy where growth and volatility are jointly and endogenously determined (Grier et al., 2004) . However, as put forth by Lee (2010) , such estimation is built on a country-by-country basis so that it is too countryspecific to be generalized and ignores possible crosscountry interdependence.
VARIABLES AND EQUATIONS
This study uses the data of 1952-2010 of China's annual further to verify the economic fluctuations Similarly, lagging behind the increase of the order number is a natural extension of higher-order GARCHm model. In general, the quasi maximum likelihood method is adapted to GARCH -m estimate model. In the field of economics, economic fluctuations possible impact on economic growth also can use GARCH -m model for empirical analysis. This study uses the time series data of GDP index (1952 = 100). Among them, 1952 Among them, -1978 data is from <China Compendium of Statistics: 1949 Statistics: -2004> 1979 Statistics: -2006 data from <China statistical yearbook2013 > (1978 = 100). Then they are converted into 1952 as the base of fixed base index of GDP. In this study adopts the variable LNGDP is the GDP index calculated the natural logarithm of GDP; DLNGDP means GDP index calculated LNGDP first order difference, said the actual growth rate. This study uses the ADF test and KPSS test to determine the relevant variables. Two kinds of test results consistently show that LNGDP is a non-stationary variable at 1% significance level, while DLNGDP is a stable variable according to Table 1 . Therefore, we use the economic growth rate time series (DLNGDP) for empirical analysis in order to avoid false regression problems.
The time series trend of China's economic growth rate is shown in Fig. 1 , the Descriptive statistical analysis is shown in Table 2 .
The skewness is 0and kurtosis is 3 for a standard normal distribution, Table 2 shows that, economic growth is the left from the perspective of skewness which means that the sequence distribution has long left the tail; Economic growth is leptokurtic from the point of kurtosis. Bera-Jarque test showed that the growth of time series does not meet the normal distribution. In short, left, the peak of the distribution pattern in economic growth.
RESULTS
The ARCH effect test: We determine the Autoregressive Moving Average (ARMA) model of the lag order number according to the AIC criterion and SC criteria for stationary variable DLNGDP in this study. ARMA (1, 1) model was finally chosen as follows:
OLS estimation results of the Equation is shown in Table 3 . The result of eviews 5.0 is shown Appendix 1 F statistic associated probability is 0. 005695, which is through F test according to the results of equation shows that the regression equation is highly significant at 1% significance level. And at the same time, MA (1) AR (1) estimation of the parameters of the t statistic associated probability is 0.077and 0.0051, which is through the test of significance at the 1% significance level.
The results of residual error 0f ARMA (1, 1) equation of DLNGDP OLS estimation is shown in Fig. 2 .
We can preliminary judge that there is no first-order serial correlation through the DW = 1.854028. BreushGodfrey LM test can be applied to test the regression equation of residual error sequence if there is a high order serial correlation with DW statistics only if there is a first-order serial correlation test the disturbance. Therefore, this study requires Breush-Godfrey LM test. The test of the null hypothesis is: there is no P order serial correlation, the alternative hypothesis is: P order serial correlation, Breush-Godfrey LM test results are shown in Table 4 .
LM statistics shows that we can reject the null hypothesis under 10% significance level. There is no serial correlation of regression equation of the residual sequence. It suggests that the ARMA (1, 1) equation DLNGDP there exists no problem of serial correlation.
We can use ARCH-LM test to determine DLNGDP whether there is the ARCH effect through the DLNGDP residual sequence of ARMA (1, 2) equation. The test results are shown in Table 5 . The result of Eews 5.0 is shown Appendix 1
According to Table 5 , we can find that DLNGDP has significant ARCH effect and it is more important that, higher order ARCH-LM test get significant result of the fact that the variance equation with the objective of sustainability, therefore, we need to join the GARCH analysis. Therefore, we need to join the GARCH analysis.
The Result of GARCH-M Model:
We use the GARCH (1, 1) model to estimate (3) in order to correct DLNGDP conditional heteroscedasticity in the data.GARCH (1, 1) model is (4): (1) 
We can see that GARCH and ARCH are statistically significant through the Table 6 in particular. GARCH in is significant at level of 1% and ARCH is significant at 10% level. Residual error diagnosis (Table  7) can be found that two equations no longer exists the ARCH effect by means of GARCH (1, 1) model.
The volatility of China's economic growth is bigger in the 70 s and 1960 s and It is significantly reduced since the reform and opening up. We can see the trend from 
Using E views 5.0, we can get the result as Table 8 : GARCH (1, 1) -M model estimation results show that China's economic fluctuation on economic growth is very significant (at 1% significance level) and the negative impact that nots allow to ignore. China's economic fluctuation exist significant negative effect on economic growth, namely the greater the economic fluctuate, the lower the economic grow; When economic fluctuation is smaller, the rate of economic growth is higher. In recent years, academia began to questioned the study of isolated economic fluctuation and economic growth both theoretical research and empirical research.
FURTHER DISCUSSION
The results of this study show that, economic fluctuation exist significant negative on economic growth based on the experience of the Chinese data research results which consistent with at home and abroad the same kind of research. The universal experience results for some real economic problem have the important enlightenment.
First of all, Economic fluctuation is not conducive to economic growth which helps think deeply about the planned economy to market economy transition before the failure of the former Soviet Union and eastern European socialist countries and the success of China or for the failure of the "radical reform" and "gradual reform". It success provides another perspective may explain. The economics has formed the "Washington Consensus" that transformation should one pace reaches the designated position. But the former Soviet Union and Eastern Europe and sustained a serious decline in output, unemployment and social unrest pursuing the" radical reform". China has realized the economic growth and social stability following the path of gradual reform which is different from the former Soviet Union and Eastern Europe. Chinese people and political leaders got the chance to choose reform concrete implementation steps to ensure that the entire reform process speed and stability of equilibrium because of China's gradualist reform path. Which is appropriate to reduce vibration and large friction; And the former Soviet union and eastern Europe choose the opposite way of reform, has a huge friction and social unrest, which brings many difficulties to the people and the society and disaster. Radical reform leads to greater economic fluctuation, the larger economic volatility leads to lower economic growth, eventually lead to reform a complete failure. The successful "gradual reform" may contain the same logic of opposite results: It should take the incremental reform in China in order to avoid economic reforms to bring huge economic fluctuations, the smaller the impact of reforms to the economy, the lower is economic volatility fluctuate, leading to economic growth rate is relatively high. Chinese policymakers realize that radical reform may cause economic fluctuations, in turn, would result in grave damage to economic growth. It is first adopted the popularization of the "pilot" and then "gradual reform". Second, it is theoretical significance for exploring the benefits of economic fluctuation problem that economic fluctuation is not conducive to economic growth. Macro economics should be established on the basis of reasonable microscopic, the behavior of the individual utility maximization and profit maximization ultimately determines the output of the macroeconomic trends, deviation of production trend can reduce the welfare of the community level and therefore, economic fluctuations are regarded as an unpopular. Lucas (1987) was the first to build the model and the quantitative research results show that the economic fluctuations of the welfare loss is very small and the economic growth rate in the welfare loss is very big. Therefore, successful long-term supply side policy can bring further optimize social welfare. It is much higher short-term demand management policies which can bring social benefits. It is negative to economic growth of China's economic fluctuations which means that it reduces economic growth. As a bridge, economic fluctuations will indirectly bring benefits to residents. Therefore, Estimating the welfare cost of economic fluctuations is undervalued ignoring the negative impact of economic fluctuation on economic growth. It is very important for the correct measure of the true costs of welfare economic fluctuation. Based on this, the field has a very meaningful research direction by building a reasonable considering the theoretical framework of economic fluctuation which slow down economic growth, we can explore the direct and indirect benefits loss of economic fluctuations.
CONCLUSION
This study uses China's 1952 China's -1952 time-series data, using the quasi maximum likelihood estimation system in order to investigate the influence of economic fluctuation on economic growth based on the GARCHm model. The result shows that the economic fluctuations in China's economic growth are very significant and negative impact that allow not to ignore. The research results is consist with the existing research on economic fluctuation that it is bad for economic growth. This is both useful for theoretical research on the empirical evidence from China and help us to understand China's macroeconomic fluctuations in the economy of direction and extent of the impact of economic growth.
First, the conclusion that Economic fluctuation has a significant negative impact on China's economic growth provides a strong support for stabilizing the policy. The government reduces economic volatility through stabilization policy, which will produce indirectly promoting effect on economic growth. The growth. The two leads to Rome which is conducive to long-term economic growth.
The policy dedicated to promote economic growth policy in addition to the education fairness and improve the quality of education and incentives and subsidies for research slowing economic fluctuation is a vital aspect. Stability of neutral means the government pays close attention to the behavior of economic fluctuations which is actually in the emphasis on economic growth, ignoring the economic fluctuation departure attaches great importance to the economic growth in the first place. This from a new view for China's macroeconomic importance of short-term stability and long-term sustainable growth.
The shortcomings of this study is about mechanism of the economic cycle influence economic growth not to do further discussion. And the running mode of China's economy is not same before and after the reform and opening to the outside, we didn't discuss whether appropriate that it is weather appropriate in a unified framework of analysis.
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